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According to Brazil's Treasury Ministry, the country's economy will grow by less than 5% this year.
Although a substantial improvement over the 1% decline in GDP in 1992, officials say economic
recovery is much slower than the government predicted earlier in the year, since hyperinflation
has discouraged productive investment in most sectors. A new report by the Treasury Ministry's
Economic Research Institute (IPEA) estimates that total growth by year-end will reach 4.7%, at best,
reflecting a significant decline in output compared to the first semester of 1993, when the GDP
expanded by 5.49%. According to the IPEA, the industrial sector has shown the most dynamism,
with output by year-end expected to reach 7.7%. Services, however, will expand by 3.4% at best,
while agriculture is practically moribund, with barely 0.8% growth expected. IPEA spokespersons
consider the production slowdown a direct result of hyperinflation. In 1992, annual inflation reached
1,150%, with the consumer price index increasing by an average of 25% per month. In the first
semester of this year, the monthly inflation rate grew to about 30%, and now the IPEA reports that
before year-end monthly inflation may reach 40%, with accumulated inflation possibly reaching
2,000%. "The inflation rate is blocking the process of economic growth," said IPEA director Claudio
Considera. "Everything has its limit, and 40% monthly inflation is our limit." In fact, according to the
latest report by the Getulio Vargas Foundation an independent economic research institute which
closely tracks inflation in September the consumer price index climbed 35.28%, a marked jump over
the 31.79% inflation registered in August. According to the Foundation, accumulated inflation for
the first nine months of 1993 is 948.87%, compared to 551.26% in the same time period in 1992. For
the 12-month period from October 1992 to September 1993, accumulated inflation reached 1,992%,
compared to 1,140% in the preceding 12-month period. (Sources: Agence France- Presse, 09/23/93,
09/29/93, 09/30/93)
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